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September 30, 1999

Richard M Scrushy
Chairman & CEO
HEALTHSOUTH Corporation
One HealthSouth Parkway
Bimningham, AL 35243

Dear Richard:

We have come under increasing pressure from our shareholders 10 change the mix of the Board. With
the management restructuring that is taking place, we feel that this is an opportune time to make
changes.

The Corporation has also been criticized by institutional shareholders for the lack of female and minority
representation on the Board. Since 1985, Sage has been our sole female director and the majority of
investors do not realize that she is female. The Board should consider the election of another qualified
woman to serve as an oulside director.

In addition, we have come under criticism about the number of inside directors thatl are on the Board.
Many institutional invesiors feel that there should only be a minimum number of inside directors on a
board. Our current complement of five inside directors is quite high in comparison 1o the majority of
public companies. In addition, we are sending mixed signais to our employees and shareholders by
“having both a division president and the corporation's president on the board. We recommend that Dary!
step down from the Board leaving four inside direclors.

With these two actions, the Board can change from the current 5:7 inside o outside director ratio to a 4:8
ratio which should be more acceptable 1o our shareholders.

We recommend that the Board consider these actions at the November meeting.

Sincerely,
Anthony J Tagner Phillip C Watkins, MD
Executive Vide President, Secretary Director and Chairman, Audit
and Director & Compensation Commitiee
One HealthSouth Parkway - Birmingham, AL 35243
205 967-7116
hitp:/fwww healthsouth.com
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September 30, 199%

7777 "TRichard M Scrushy
Chairman & CEO
HEALTHSOQUTH Corporation
One HealthSouth Parkway
Birmingham, AL 35243

Dear Richard:

We have come under increasing pressure from our shareholders to change the mix of the Board. With
the management restruciuring that is taking place, we feel that this is an opporiune lime to make
changes.

The Corporation has also been criticized by institutional shareholders for the lack of female and minority
representation on the Board. Since 1985, Sage has been our sole female director and the majority of
investors do not realize that she is female. The Board should consider the election of another qualified
woman {o serve as an outside director.

in addition, we have come under criticism about the number of inside directors that are on the Board.
Many institutional investors feel that there should only be a minimum number of inside directors on a
board. Our current complement of five inside directors is quite high in comparison 1o the majority of
public companies. In addition, we are sending mixed signals to cur employees and shareholders by

- having both a division president and the corporation’s president on the board. We recommend that Daryl
step down from the Board leaving four inside directors.

With these two aclions, the Board can change from the current 5.7 inside o outside director ratio 1o a 4:8
ratioc which should be more acceptable to our shareholders.

We recommend that the Board consider these actions at the November meeting.

Sincerely, %
Anthony J Tagner Phillip C Watkins, MD
Executive Vige President, Secretary Director and Chairman, Audit
and Director & Compensation Commitiee
One HealthSouth Parkway » Birmingham, AL 35243
205 967-7116
hnp:/Awww.healthsouth. com
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